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THE COMPANY 

The rapid growth of Fisher Foods since 1965, when 
present management acquired control, is due to a 
“customer first” policy coupled with expertise in 
bringing the widest possible selection of quality 
foods and household products to the consumer at 
competitive prices. The cover illustrates 
various aspects of the Company’s purchasing, 
shipping, warehousing, distribution and 
merchandising operations, including retailing 
innovations such as in-house bakeries, wine cellars 
and fresh fish departments. The photos are arranged 
in a sharply rising curve reflecting the actual sales 


growth of the Company during the past 10 years. 
Fisher Foods, Inc., now operates 188 retail food 
stores in four of the nation’s largest urban areas — 
Northeast Ohio, Southern Ohio, Greater Chicago, and 
Greater Los Angeles. These operations account for 
over 95% of the Company's business. Fisher Foods 
also operates eight junior discount department 
stores in Pittsburgh, two drug stores in Chicago, 
Eagle Ice Cream Company and Feren Fruit 
Basket Company in Cleveland, Ohio, Prestige Donut 
Company in Cincinnati, Ohio, Omar Bakeries, Inc., in 
Columbus, Ohio, and Ludwig Dairy in Chicago, Illinois. 


INCREASE IN NUMBER OF STORES & IN GROSS STORE AREA 1969 — 1974 


Division 

Footage/Stores 
as of 12/28/68 

Stores 

Closed 

Stores 

Opened 

Stores 

Acquired 

Footage/Stores 
as of 12/28/74 

Fisher Fazio 

1,354,993 

261,176 

845,208 

-0- 

1,939,025 

(Northeast Ohio) 

(59 stores) 

(15 stores) 

(21 stores) 

-0- 

(65 stores) 

Dominick's 

493,180 

10,375 

754,205 

425,532 

1,662,542 

(Chicago) 

(19 stores) 

(1 store) 

(21 stores) 

(21 stores) 

(60 stores) 

Shopping Bag 

-0- 

113,460 

75,000 

1,143,519 

1,105,059 

(Los Angeles) 

-0- 

(5 stores) 

(2 stores) 

(46 stores) 

(43 stores) 

Kantor 

271,919 

50,940 

274,879 

-0- 

495,858 

(Southern Ohio) 

(13 stores) 

(3 stores) 

(10 stores) 

-0- 

(20 stores) 

Claber 

153,725 

7,000 

37,230 

-0- 

183,955 

(Pittsburgh) 

(7 stores) 

(1 store) 

(2 stores) 

-0- 

(8 stores) 

Neighbor X Drugs 

-0- 

-0- 

31,600 

-0- 

31,600 

(Chicago) 

-0- 

-0- 

(2 stores) 

-0- 

(2 stores) 

TOTALS 

2,273,817 

(98 stores) 

442,951 

(25 stores) 

2,018,122 

(58 stores) 

1,569,051 

(67 stores) 

5,418,039 

(198 stores) 
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FINANCIAL HIGHLIGHTS 
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1974 

1973 

$1,124,404,000 

$868,758,000 

22,983,000 

16,947,000 

10,402,000 

7,512,000 

12,581,000 

9,435,000 

2.02 

1.51 

116,541,000 

80,355,000 

31,748,000 

30,655,000 

83,636,000 

58,681,000 

66,406,000 

56,110,000 

6,163,368 

6,163,316 


Net sales . 

Income before income taxes . 

Income taxes. 

Net income . 

Net income per Common Share . 

Property, plant & equipment (net) . 

Working capital . 

Long-term debt. 

Shareholders’ equity . 

Number of Common Shares outstanding at end of year. 


f 

DIVIDENDS PAID 

First quarter. 

Second quarter. 

Third quarter. 

Fourth quarter. 

PRICE RANGE OF COMMON SHARES (HIGH-LOW) 

First quarter. 

Second quarter. 

Third quarter. 

Fourth quarter. 



A 


1974 

1973 

.075 

.050 

.075 

.050 

.100 

.050 

.100 

.075 

1974 

1973 

$15,750-12.250 

$18,500-13.250 

15.500-12.250 

14.000- 9.625 

13.750- 9.250 

13.875- 9.250 

12.250- 8.500 

14.250-10.250 
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TO OUR SHAREHOLDERS: 


Carl Fazio, Chairman of the Board John Fazio, President 


Your Company's ability to grow on a sound basis 
during a year of almost unprecedented inflation and 
recession is evidence of the strong position we have 
built in an essential industry. 

Our sales in 1974 passed the billion dollar mark 
for the first time, giving us 14th rank among the 
nation’s food retailers. Earnings reached a record 
high of $2.02 per Common Share. On a percentage 
basis, sales rose 29 percent and per share earnings 
34 percent, compared with 1973. 

According to a report on regional food retailers in 
a national magazine! Fisher Foods ranked first in 
return on equity and first in growth of earnings per 
share, using the five-year average ended December 
29, 1973 as the performance yardstick. 

Per-Store Profitability 

At the end of 1974 we had 14 more stores and an 
additional 608,100 square feet of store area 
compared with a year earlier. From this expanded 
physical base of 13 percent we were able to achieve 
sharp gains in sales and profitability by 
emphasizing better margins in every division. We 
continued to close smaller stores, while expanding 
more promising stores and opening new, larger units 
able to generate better profit performance. 

The “Emporium” 

A new merchandising concept was introduced into 
Northeast Ohio with the opening of a 62,000 square- 
foot “Food Emporium" in a Cleveland suburb. 
Featuring a much-larger than usual selection of food, 
especially ethnic foods, in addition to a wide 
selection of related non-food items, the new store 
includes a fresh fish department, a flower shop, 
‘Forbes, Jan. 1, 1975 


cheese and sausage shops, a wine cellar, and the 
branch of a savings and loan association which 
handles the normal banking service of our 
customers. 

Since its opening in November, 1974 the new store 
has experienced an average sale per customer that 
is more than 25 percent higher than our chain 
average. As a result of this public acceptance, we 
are planning two more stores of this type in 1975, 
one in Northeast Ohio and one in Southern 
California. 

New Facilities 

Much of our success is due to the fact that we are 
an integrated organization able to enforce our 
standards of quality and efficiency in every phase of 
food distribution. In 1974 we strengthened the 
facilities network that supports our retail operations. 

In Chicago, Dominick’s completed a 57,000 
square-foot commissary for prepared foods, to 
increase your Company's ability to provide 
delicatessen-type foods so popular with ethnic 
groups. Dominick's also added a new 101,000 
square-foot frozen food commissary, began work on 
an addition to its grocery warehouse, and acquired a 
dairy in nearby Elgin, Illinois, that will supply dairy 
products for the 60 stores in Chicago. 

In Southern California, the average weekly sales of 
the Fazio Shopping Bag stores are now more than 
twice those of our predecessor. We have now opened 
a grocery warehouse, including the general offices, 
in the City of Industry. This 350,000 square-foot 
facility eliminated the need to purchase supplies 
from a local food wholesaler and permits us to stock 










our "Heritage House" brand for the 43 stores in 
Greater Los Angeles. 

In our Southern Ohio Kantor Division we opened 
two new supermarkets last year. Our plans for 1975 
are to open two additional supermarkets in Dayton 
during the first quarter. The Southern Ohio area 
offers continuing potential for the larger cities as well 
as the medium-size communities. 

Financing 

During 1974 your Company was able to finance 
approximately $30,000,000 in long-term debt, to 
continue its growth program. For the future we 
expect to continue our growth primarily through cash 
flow. Your Company has reached a size to sustain a 
reasonable growth record from its cash flow which, 
over the next few years, will also improve the liquidity 
of the Company. 

Dividends 

In July, 1974, the quarterly dividend on the 
common stock was increased from 7-1/2 cents to 10 
cents, for a new annual rate of 40 cents. This was the 
second increase in less than one year, and resulted 
in doubling the dividend rate. We will consider 
additional dividend increases in the future in 
conjunction with our capital needs and the overall 
cash requirements. 

Capital Spending 

In 1974 capital spending was approximately 
$49,000,000, about twice the level of 1973. For 1975, 
we anticipate a decrease to the level of prior years. 
Because of the economy and cost of capital, we plan 
to complete only the expansion projects now 


committed and to spend the amounts necessary to 
maintain our existing stores. In line with this plan, we 
expect to open 16 new stores in 1975. 

Outlook 

While 1975 could be a difficult year for the 
economy as a whole, we remain optimistic and 
believe that our progress will continue. We are a 
strong company in an essential industry. Food is not 
a postponable purchase; food consumption patterns 
may change in response to price fluctuations but 
Americans will continue to eat and eat well. 

As a larger percentage of her budget goes for 
food as a result of rising food prices all over the 
world, the American consumer will continue to shop 
carefully with an eye to quality and value as well as 
price. Fisher Foods is able to serve the consumer in 
all these respects. 

In this year's report we are using photographs 
rather than narrative to tell you about your Company. 
Two sections of photos follow this letter, one devoted 
to operations and the other to Fisher Foods people, 
who, in the final analysis, are our real strength. 

In honoring the work our people are doing to keep 
your Company on course, we are equally 
appreciative of the continued support of our 
shareholders, which is also essential for our 
progress. 

£/John Fazio O 

President 

March 25, 1975 


Sincerely, 

Carl Fazio 

Chairman of the Board 








FOOD RETAILING: A MESSAGE FROM THE CHAIRMAN 


Few subjects have generated more discussion 
recently than the cost of food, the most basic 
purchase the consumer makes. Since your com¬ 
pany is an important part of the retailing sector of 
the giant food industry, I believe it is appropriate to 
discuss with you in this annual report some as¬ 
pects of the present economic situation as it con¬ 
cerns our industry. 

First of all, the sharply rising cost of everything is 
a problem for the retailer as well as for the con¬ 
sumer. We, too, must pay higher costs for fuel, 
transportation, utilities, and for the products we 
buy from growers and processors, not to mention 
the higher wages we pay our employees. Our 
best means of coping with price increases is 
constantly to seek maximum efficiency in every 
phase of our operations. We have efficiency 
improvement programs in all our divisions, not to 
mention strict energy conservation measures in 
force throughout our organization. 

However, we can only try to minimize price in¬ 
creases; we cannot halt them. Retail food prices 
cannot be an isolated exception in an inflationary 
environment that affects every aspect of doing 
business. The recent sharp rise in the cost of liv¬ 
ing, with food prices alone rising an average 15 
percent in each of the last two years, has led some 
to demand price controls. We most emphatically 
reject this proposal. Previous controls not only did 
not work, but helped create the present unaccept¬ 
able level of inflation. Controls workaga/'nsf higher 
production, greater efficiency, and increased in¬ 
vestment, all of which we need to overcome our 
economic difficulties. Food growers and proces¬ 
sors must have incentive to increase production, 
investors must have incentive to invest, and we 
retailers must have incentive to expand if we are to 
provide better service and create more jobs. 

What's more, controls could prevent the stabiliz¬ 
ing of food prices that we anticipate this year. Beef 
prices could rise above the late 1974 level, when 
an unusually large supply of beef came to market, 
and crop conditions will dictate the price of grains, 
fruits, and vegetables, but in general prices are not 


expected to rise dramatically this year. Some are 
subsiding now, as in the case of sugar and flour, 
which means lower prices for products such as 
bakery goods, jams and jellies, soft drinks, and 
canned fruit. 

No industry is immune to economic trends, but 
ours is less subject to shifts in consumer demand 
than most others. The industry has remained in a 
generally healthy condition even during the cur¬ 
rent “double-digit" inflation coupled with reces¬ 
sion. The crunch on family budgets has meant 
more eating and entertaining at home, and money 
that might have been spent in restaurants has 
been spent at the supermarket. Also, the consumer 
has put new emphasis on basic, wholesome foods 
that cost less than packaged convenience 
foods. 

We at Fisher Foods have benefited from these 
trends, particularly because we are noted in all our 
marketing areas for the quality and value of our 
meats and produce, which are two important 
factors for our sales and profits. We are also well 
positioned in the event of less driving by the con¬ 
sumer should gasoline supplies be curtailed. 
Most of our stores are convenient to well- 
populated high-income suburban areas, and offer 
a wider assortment of foods than the average 
supermarket, as well as a good selection of related 
non-food items. So at Fisher Foods the consumer 
can purchase most of her family's needs at one 
time under one roof. 

Should there be an economic upturn, as we all 
hope, Fisher Foods will be in a still better position 
to expand its services in areas where we now 
market, and perhaps move into new areas where 
we see suitable opportunities. 

We believe that the American food industry has 
an outstanding record of service to the consumer, 
and we are proud to be part of it. As a major retai ler 
in this vital industry, we pledge continued effort, in 
good times and bad, to serve the best interests of 
our customers, our shareholders, and our em¬ 
ployees through skilled management dedicated to 
steady growth. 














THE FISHER FOODS MERCHANDISING CONCEPT 


Careful control of quality from grower to 
supermarket counter is responsible for Fisher 
Foods' success in the merchandising of 
perishables, among the most profitable 
departments in food retailing. This control 
requires a network of facilities to make possible 
fast, efficient, and economical purchasing, 
shipping, warehousing and distribution of 
foodstuffs. Some aspects of the Company's varied 
operations are seen in these photographs. 

Meat is usually the key item on the consumer's 
shopping list. Where she buys meat for her family is 
probably where she’ll buy almost everything else on 
her list. Fisher Foods has developed extremely 
efficient meat purchasing and distribution 
operations, and its stores are noted for the quality, 
selection and value of their meats ... Produce, like 
meat, is both a store traffic builder and a good 
source of profit. In produce, too, Fisher Foods has an 
outstanding reputation. Carefully controlled 
conditions from farm to counter keep produce at 
peak freshness ... One reason for the Company's 


strength in meats and produce is the truck fleet 
which speeds perishables from divisional 
distribution centers to the supermarket counters. 

The truck fleet taken alone would be a major 
transportation enterprise. 

Computerized inventory control works for 
increased profitability in two ways: It keeps losses to 
a minimum while making it possible to restock 
individual stores at frequent intervals so that Fisher 
Foods customers find an excellent selection at any 
hour they choose to shop ... Whether built or 
remodeled, Fisher Foods stores are thoughtfully 
designed for pleasant shopping atmosphere, with 
emphasis on attractive display, cleanliness, color, 
lighting, and smooth-flowing traffic, all used skillfully 
to create a "buying mood”... "Wine Cellars” have 
been an outstanding success. By emphasizing the 
enjoyment of wine served with meals, and offering a 
wide choice at all prices, Fisher Foods has become 
one of the larger wine retailers ... Near Los Angeles 
the Southern California division has built a 
combination distribution center and headquarters to 
serve the 43 stores in the division. The new center 
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makes possible the same fast, efficient, and 
economical distribution, and tight inventory control 
that have built profitable volume for the other 
divisions ... Well-stocked produce counters, offering 
top quality and wide choice at all hours of the 
shopping day, have become a hallmark of Fisher 
Foods stores. The late-in-the-day customer has the 
same selection to choose from as the “early bird” ... 
New innovations in customer convenience are 
constantly being introduced into the stores. One is a 
"Parcel Pick-Up” system, now in operation in many 
stores. Customers' purchases are carefully 
packaged and delivered to pick-up stations 
convenient to parking areas ... Most Fisher Foods 
stores are located in higher-income suburban areas 
where there’s room for a spacious layout and ample 
customer parking. Scientific selection of store sites, 
based on careful research, helps Fisher Foods grow 
with its marketing areas ... By taking the “mystery” 
out of wine selections, Fisher Foods has helped 
popularize wine in areas where consumption had 
been low. A few stores employ a wine expert to 
assist customers with their selections. The customer 
receives courteous, thoughtful attention, whether he 


or she is buying an expensive vintage wine or a 
more popular variety ... The tremendous success of 
the giant "Emporium" opened in Northeast Ohio has 
led to plans to open two more supersize 
supermarkets during 1975. In its first week of 
operation, the Ohio store’s volume was a Company 
record for a single food store. Volume has remained 
at a high level... As part of its policy of strict quality 
control, Fisher Foods buys much of its produce 
directly from growers. For example, purchasing men 
often go directly to the orange groves of California to 
select the finest fruit available ... Wine is another 
product selected directly by Fisher Foods. 
Purchasing experts carefully check the taste and 
quality of a wine before buying. In some instances, 
vintners bottle wine specially for Fisher Foods... 
In-store bakeries are an instant “hit” when 
introduced into the stores. Not only does the in-store 
concept assure the freshest possible baked goods, 
but the delicious aroma coming from the bakeries is 
also a persuasive "silent salesman” tempting 
customers to buy. Bakery departments make a 
special effort to offer seasonal baked goods and 
items that are particularly popular in their areas. 
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FISHER FOODS PEOPLE 

-As stated in the letter to shareholders in this 
annual report, “Fisher Foods people.. .are our 
real strength." At a time when good service is 
often the exception rather than the rule, Fisher 
Foods people are known for their helpfulness, 
pleasantness, and genuine concern for the 
customer. Through our careful selection, training, 
and other programs, Fisher Foods has developed 
an outstanding corps of true professionals who 
realize the importance of their jobs for the overall 
success of the Company. 

Every day we win new customers, and reinforce 
the loyalty of old customers, through the skills and 
courtesy of our family of some 20,000 dedicated men 
and women. Some of them are shown here, doing 
their jobs with a spirit that has made our stores what 
we believe to be “the best place in town to shop." 

Skill and pride are evident in the work of Fisher 
Foods meat departments. Every department manager 
has a standing order: Don’t display or sell any cut of 
meat or any other perishable item that you wouldn’t 
choose for your own family on the basis of quality 
and value.... Who can resist bread that has just 


been baked on the premises by skilled bakers?... 
The Feren Fruit Basket Company, operated by Fisher 
Foods, serves a growing clientele. The Company 
prepares beautiful fruit baskets, and also specialty 
meats, for gift giving.... Warehouse and distribution 
personnel understand the importance of their jobs 
and that the “customer first” policy requires fast, 
efficient response to orders from individual 

stores.Bakers in the in-store bakery department 

take great pride in the variety as well as the quality 

of their work."Last” impressions are just as 

important as “first” impressions, and friendly, 
courteous checkout people know that they have an 
important role in making the entire shopping 

experience a pleasant one.Specialized 

departments are staffed by people who are trained 

never to forget to say “Thank You".Fisher Foods 

people responsible for stocking produce 
departments know that what is pleasing to the eye 
sells best.... Fresh fish departments have been 
successful in Fisher Foods stores. One reason is that 
the departments are staffed by helpful experts who 
know seafood. Sometimes even the live lobsters 
seem friendly. 
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CONSOLIDATED BALANCE SHEET 

FISHER FOODS, INC. AND SUBSIDIARIES 


DEC. 28, 1974 


ASSETS 

CURRENT ASSETS 

Cash . $ 19,398,000 

Trade accounts receivable. 8,640,000 

Inventories—Note A . 104,539,000 

Prepaid expenses . 3,682,000 

TOTAL CURRENT ASSETS . 136,259,000 


INVESTMENT AND OTHER ASSETS 

Investment and notes receivable—Note B. 6,568,000 

Other assets . 4,414,000 


10,982,000 


PROPERTY, PLANT AND EQUIPMENT— 

On the basis of cost—Note D 

Land . 8,815,000 

Buildings . 31,066,000 

Fixtures and equipment . 105,443,000 

145,324,000 

Less allowances for depreciation . 42,058,000 

103,266,000 

Leasehold improvements, less amortization . 13,275,000 

Unexpended funds from industrial revenue bonds. -0- 


116,541,000 


$263,782,000 


DEC. 29, 1973 


$ 15,695,000 
7,964,000 
68,913,000 
3,444,000 
96,016,000 


6,778,000 

4,086,000 

10.864,000 


7,791,000 

20,980,000 

75,989,000 

104,760,000 

33,642,000 

71,118,000 

7,165,000 

2,072,000 

80,355,000 


$187,235,000 
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DEC. 28, 1974 


DEC. 29, 1973 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

CURRENT LIABILITIES 

Notes payable to banks—Note C . $ 10,000,000 

Trade accounts payable. 69,124,000 

Accrued expenses. 12,342,000 

State and local taxes. 7,260,000 

Income taxes. 5,289,000 

Current portion of long-term debt—Note D. 496,000 

TOTAL CURRENT LIABILITIES. 104,511,000 


LONG-TERM DEBT—Note D. 83,636,000 

DEFERRED INCOME TAXES—Note F . 5,085,000 

RESERVE FOR EMPLOYEES’ RETIREMENT BENEFITS— 

Note A. 4,144,000 


SHAREHOLDERS’ EQUITY 

Capital stock—Note E: 

Preferred Stock. 2,570,000 

Common Shares. 21,242,000 

Retained earnings—Note D . 42,594,000 

66,406,000 


COMMITMENTS—Note G 


$263,782,000 


See notes to consolidated financial statements. 


$ 2 , 000,000 
45,524,000 
8,038,000 
5,680,000 
2,045,000 
2,074,000 
65,361,000 


58,681,000 


3,381,000 


3,702,000 


2,570,000 

21,241,000 

32,299,000 

56,110,000 


$187,235,000 
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION 

FISHER FOODS, INC. AND SUBSIDIARIES 


FISCAL YEAR ENDED 



DEC. 28, 1974 

DEC. 29, 1973 

SOURCE OF FUNDS 

Net income . 

Add expenses not requiring working capital in the current period: 

Depreciation and amortization—Note A. 

Provision for employees' retirement benefits, noncurrent 

deferred taxes and other—Note A. 

TOTAL FROM OPERATIONS. 

$12,581,000 

10,691,000 

2,369,000 

25,641,000 

$ 9,435,000 

8,347,000 

1,630,000 

19,412,000 

Additions to long-term debt. 

Proceeds from sale of properties leased back . 

Property disposals—net. 

Portion of notes receivable which became current during the year. 

30,436,000 

-0- 

1,696,000 

210,000 

3,699,000 

1,840,000 

4,294,000 

-0- 


$57,983,000 

$29,245,000 

USE OF FUNDS 

Payments on long-term debt, including portion which 

became current during year . 

Expenditures for property, plant and equipment. 

Cash dividends. 

Unexpended funds from industrial revenue bonds. 

Notes receivable from sale of fast foods business. 

Other—net. 

Increase (decrease) in working capital. 

$ 5,481,000 
48,573,000 
2,286,000 
-0- 
-0- 

550,000 

1,093,000 

$57,983,000 

$ 2,148,000 
25,802,000 
1,541,000 
2,072,000 
1,778,000 
694,000 
(4,790,000) 

$29,245,000 

INCREASE (DECREASE) IN WORKING CAPITAL 

Cash . 

Trade accounts receivable. 

Inventories. 

Prepaid expense . 

Notes payable to banks . 

Trade accounts payable. 

Accrued expenses. 

State and local taxes. 

Income taxes. 

Current portion of long-term debt. 

INCREASE (DECREASE) IN WORKING CAPITAL 

$ 3,703,000 
676,000 
35,626,000 
238,000 
(8,000,000) 
(23,600,000) 
(4,304,000) 
(1,580,000) 
(3,244,000) 
1,578,000 
$1,093,000 

$ (2,948,000) 
1,688,000 
13,290,000 
194,000 
(2,000,000) 
(12,383,000) 
(1,001,000) 
(719,000) 
122,000 
(1,033,000) 
$(4,790,000) 


See notes to consolidated financial statements. 
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STATEMENT OF CONSOLIDATED INCOME 

FISHER FOODS, INC. AND SUBSIDIARIES 


Net sales . 

Other income—net . 

Costs and expenses: 

Cost of merchandise sold . 

Selling, general and administrative 
Interest . 


INCOME BEFORE INCOME TAXES 

Income taxes—Notes A and F . 

NET INCOME . 

Net income per Common Share—Note A: 

Primary. 

Fully diluted. 


FISCAL YEAR ENDED 
DEC. 28, 1974 DEC. 29, 1973 


$1,124,404,000 

3,289,000 

1,127,693,000 

878,787,000 

219,768,000 

6,155,000 

1,104,710,000 

22,983,000 

10,402,000 

$ 12,581,000 

$2.02 

1.87 


$868,758,000 

2,096,000 

870,854,000 

678,314,000 

170,651,000 

4,942,000 

853,907,000 

16,947,000 

7,512,000 

$ 9,435,000 

$1.51 

1.45 


See notes to consolidated financial statements. 


STATEMENT OF CONSOLIDATED SHAREHOLDERS’ EQUITY 

FISHER FOODS, INC. AND SUBSIDIARIES Fiscal years ended December 28, 1974, and December 29, 1973 


NUMBER OF 

PREFERRED COMMON COMMON RETAINED 

STOCK SHARES SHARES EARNINGS 


Balance at December 30, 1972 . 

Net income for 1973 . 

Dividends: 

4% share dividend, at market value. 

Cash—$.225 a share on Common Shares, 

$5 a share on Preferred Stock, and cash in 

lieu of fractional shares.. 

Additional shares issued upon exercise of 

stock options . 

Purchase of shares for treasury . 

Balance at December 29, 1973 . 

Net income for 1974 . 

Dividends: 

Cash—$.35 a share on Common Shares, 

$5 a share on Preferred Stock. 

Additional shares issued upon exercise of 

stock options . 

Balance at December 28, 1974 . 


$2,570,000 

5,928,889 

$18,136,000 

$27,513,000 

9,435,000 


234,476 

3,105,000 

(3,105,000) 




(1,541,000) 


232 

(281) 

3,000 

(3.000) 

(3,000) 

2,570,000 

6,163,316 

21,241,000 

32,299,000 

12,581,000 




(2,286,000) 


52 

1,000 


$2,570,000 

6,163,368 

$21,242,000 

$42,594,000 


See notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended December 28, 1974, and December 29, 1973 


NOTE A — SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

PRINCIPLES OF CONSOLIDATION — The consoli¬ 
dated financial statements include the accounts of the 
Company and its subsidiaries. All material intercompany 
accounts and transactions have been eliminated. 

INVENTORIES — Inventories are stated at the lower of 
cost (first-in, first-out) or market, including store inven¬ 
tories which are calculated by the retail method. 

DEPRECIATION — Depreciation and amortization of 
property, plant and equipment is computed by the 
straight-line method over the estimated useful lives of the 
assets for financial reporting purposes. Accelerated de¬ 
preciation methods are used for income tax purposes. 

PRE-OPENING COSTS — Store pre-opening costs are 
charged to expense as incurred. 

INCOME TAXES — The investment tax credit is applied 
as a reduction of the provision for income taxes in the year 
the related property is placed in service. 

PENSION AND RETIREMENT PLANS — The Company 
provides for retirement benefits for substantially all of its 
employees through a Company pension plan, a 
subsidiary's profit-sharing plan and various union- 
administered retirement plans. Pension costs under the 
Company plan include normal costs and interest on un¬ 
funded prior service cost, and the policy is not to fund 
such pension costs accrued. Retirement costs under the 
subsidiary’s profit-sharing plan and the union- 
administered plans are based on stipulated rates. Total 
pension and retirement costs amounted to $6,591,000 
(1973—$5,182,000). 

No significant effect in pension expense is expected in 
the future as a result of amending the Company’s pension 
plan to conform with the Pension Reform Act of 1974. 
However, beginning in 1976 the Company will be re¬ 
quired to fund its pension costs and vested benefits will 
increase significantly. 

NET INCOME PER SHARE — Primary net income per 
share is computed by dividing net income less preferred 
stock dividends by the average number of Common 
Shares outstanding during the period. 

Fully diluted net income per share is computed as 
above and also assumes conversion of the Convertible 
and Exchangeable Subordinated Debentures into Com¬ 
mon Shares and elimination of related interest expense, 
net of income tax, as well as the assumed issuance of 
additional Common Shares under outstanding stock op¬ 
tion plans using the “treasury stock" method. 

NOTE B — INVESTMENT AND NOTES RECEIVABLE 

Investment and notes receivable includes the 


Company's $5,000,000 (at cost) investment in the Con¬ 
vertible Preferred Stock and notes receivable of 
$1,568,000 from Orange-co, Inc. The notes receivable 
resulted from the sale of the Company’s fast-foods busi¬ 
ness in 1973. 


NOTE C — SHORT-TERM BORROWINGS 

Under the terms of the Company's 9-1/2% senior prom¬ 
issory notes, the Company is permitted a maximum of 
$15,000,000 of short-term debt. The Company has infor¬ 
mal line of credit arrangements with various banks; one of 
these arrangements requires the maintenance of com¬ 
pensating balances during periods that borrowings are 
outstanding. These compensating balances were im¬ 
material during 1974 and 1973 and there were none in 
effect ateitheryearend. The average rate of interest of the 
notes payable was 10.9% at December 28, 1974. 

The highest short-term borrowing at any month end was 
$10,000,000 in 1974 and $3,500,000 in 1973. The daily 
average borrowing (total of daily outstanding principal 
divided by 364) during 1974 and 1973 was $4,277,000 
and $1,547,000, respectively. The weighted average in¬ 
terest rate (actual interest expense divided by average 
short-term debt outstanding) during 1974 and 1973 was 
10.06% and 8.36%, respectively. 


NOTE D—LONG-TERM DEBT 


9V2% Senior promissory 
notes to insurance com¬ 
panies— $2,700,000 
due annually com¬ 
mencing December 15, 

1977 . 

9V2% Senior promissory 
notes to insurance com¬ 
panies— $1,500,000 
due annually com¬ 
mencing July 15, 1980 . 

Mortgage note . 

7%Mortgage note to in¬ 
surance company se¬ 
cured by certain land 
and building—$79,000 
due quarterly including 
interest ($196,000 in 
1975 and $201,000 in 
1974) with balance due 

in 1989 . 

Real estate mortgages, 
equipment purchase 
notes, and unsecured 


DEC. 28, 1974 DEC. 29, 1973 


$27,000,000 $27,000,000 


15,000,000 -0- 

-0- 5,400,000 


2,795,000 2,908,000 
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NOTE D—LONG-TERM DEBT (continued) 


notes to banks and 
others, payable in vari¬ 
able amounts to 1991 .. 
Capitalized lease obliga¬ 
tions (industrial revenue 
bonds), payable in vari¬ 
able amounts to 1993 
at interest rates ranging 

from 6% to 6’/4% . 

6Vz% Convertible Subor¬ 
dinated Debentures— 
$900,000 due for annual 
retirement, commencing 

June 1, 1979 . 

8 3 /t% Exchangeable Sub¬ 
ordinated Debentures— 
due 1984 . 

Less amounts due within 
one year included in 
current liabilities .... 

TOTALS 


8,972,000 

5,047,000 

2,365,000 

2,400,000 

18,000,000 

18,000,000 

10,000,000 

- 0 - 

84,132,000 

60.755,000 

496,000 

$83,636,000 

2,074,000 

$58,681,000 


The average rate of interest of all the Company's long¬ 
term debt was 8.4% at December 28, 1974. 

At December 28, 1974, certain property, plant and 
equipment with an aggregate net book value of 
$18,382,000 was pledged to secure real estate mortgage 
notes and equipment purchase notes. 

The 6 V 2 % Convertible Subordinated Debentures due 
June 1 , 1994, are convertible into Common Shares of the 
Company at $27.09 per share, subject to antidilution 
provisions, and accordingly 664,451 Common Shares 
have been reserved for future conversion. The deben¬ 
tures may be redeemed at the Company’s option at a 
price of 104.80% through June 1, 1975, and at decreas¬ 
ing prices thereafter. 

The 8 %% Exchangeable Subordinated Debentures 
due June 15, 1984, are exchangeable into Common 
Shares of the Company at $20.00 per share, subject to 
antidilution provisions, and accordingly, 500,000 Com¬ 
mon Shares have been reserved for conversion. The de¬ 
bentures may be redeemed at the Company’s option after 
certain conditions are met at a price of 104% through 
June 1 , 1975 and at decreasing prices thereafter. 

Terms of the promissory note agreement, the Converti¬ 
ble Subordinated Debenture Indenture and the Ex¬ 
changeable Subordinated Debentures include, in addi¬ 
tion to others, convenants relative to payments for acquis¬ 
ition of capital stock of the Company and of dividends 
other than stock dividends. Approximately $12,739,000 


of retained earnings were available for such payments at 
December 28, 1974. 

NOTE E—CAPITAL STOCK 

NUMBER OF SHARES 
Authorized Outstanding Reserved 

(D 

Preferred Stock— 

$5 cumulative, 
without par value; 
redeemable at 
$105 a share, 
stated at the 
involuntary liqui¬ 
dation price—no 
change in either 


year. 

Serial Preferred Stock 

27,000 

25,700 

- 0 - 

—no change in 
either year. 

500,000 

- 0 - 

- 0 - 

Common Shares— 




without par value 

15,000,000 6,163,368 

1,476,899 


(1) Outstanding shares are stated after deducting shares 
in treasury of 800 Preferred and 7,323 Common. 


Under the Company’s stock option plan, the Company 
may grant options to officers and other key employees to 
purchase Common Shares at the fair market value at date 
of grant. Options become exercisable after one year from 
date of grant in varying proportions and expire five years 
from date of grant. Information as to shares under option 
follows: 


OPTION PRICE 
SHARES PER SHARE 


Outstanding at December 

30, 1972 . 

Granted . 

Exercised. 

Cancelled . 

Outstanding at December 

29, 1973 . 

Granted . 

Exercised. 

Cancelled . 

Outstanding at December 

28, 1974 . 

Exercisable. 

Available for future 
grants. 


145,936 

$8.91 to $22.64 

54,368 

10.63 to 15.26 

232 

8.91 

32,375 

10.63 to 22.64 

167,697 

10.63 to 22.64 

47,950 

11.00 to 14.88 

52 

15.26 

9,422 

10.63 to 22.64 

206,173 

10.63 to 19.59 

80,883 

10.63 to 19.59 

106,275 



13 































NOTE F — INCOME TAXES 

Income taxes consist of the following: 

_1974 _1973_ 

Current Def erred Current Deferred 
Federal $7,676,000 $1,277,000 $4,639,000 $1,928,000 
State .. 1,251,000 198,000 945,000 -0- 

TOTALS $8,927,000 $1 ,475,000 $5,584,000 $1,928,000 

Deferred income taxes result principally from differ¬ 
ences in reporting depreciation expense for financial 
statements and taxes. 


The reasons for the differences between total income 
tax expense and the amount computed by applying the 
statutory Federal income tax rate of 48% to income before 
taxes are as follows: 

1974 1973 

48% of pre-tax income. $11,032,000 $8,135,000 

Plus state income taxes, net of 

federal tax benefit. 753,000 491,000 

Less investment tax credit .... (1,773,000) (867,000) 

Other items. 390,000 (247,000 ) 

TOTALS $10,402,000 $7,512,000 


NOTE G — LEASES 

The Company’s retail operations are conducted principally in leased premises. Lease expense, relating principally 
to retail stores and related equipment, is summarized as follows: 

FISCAL YEAR ENDED 




DEC. 28, 1974 



DEC. 29, 1973 



Financing 

Leases 

Operating 

Leases 

Total 

Financing 

Leases 

Operating 

Leases 

Total 

Minimum 

rentals. 

$ 9,250,000 

$1,834,000 

$11,084,000 

$9,118,000 

$1,184,000 

$10,302,000 

Contingent 

rentals. 

1,412,000 

560,000 

1,972,000 

683,000 

297,000 

980,000 

TOTALS 

$10,662,000 

$2,394,000 

$13,056,000 

$9,801,000 

$1,481,000 

$11,282,000 


Contingent rentals are generally based on sales of certain retail stores. Most lease contracts also contain 
provisions which allow the Company the option to extend their term for specified periods. 


Minimum rentals under noncancellable leases at De¬ 
cember 28, 1974, for the indicated fiscal periods were as 


follows: Financing Operating 

Leases Leases _ Total 

1975 . $ 10,809,000 $1,425,000 $12,234,000 

1976 . 10,464,000 1,170,000 11,634,000 

1977 . 10,007,000 1,068,000 11,075,000 

1978 . 9,609,000 974,000 10,583,000 

1979 . 9,165,000 702,000 9,867,000 

1980-1984.. 40,439,000 1,425,000 41,864,000 

1985-1989.. 32,601,000 250,000 32,851,000 

1990-1994.. 22,533,000 -0- 22,533,000 

Remainder,. 5,393,000 -0- 5,393,000 

TOTALS $151,020,000 $7,014,000 $158,034,000 


The aggregate present values of noncapitalized 
financing leases computed utilizing a weighted average 
interest rate of 5.7% in 1974 and 1973, resulting from 
interest rates ranging from 3.0% to 10.0% were 
$73,914,000 and $64,687,000 at December 28, 1974, 
and December 29, 1973, respectively. 

If the financing leases had been capitalized and the 
lease rights amortized on a straight-line basis and in¬ 
terest expense recognized based on the outstanding 
lease liability, net income for fiscal years 1974 and 1973 
would have been $12,138,000 and $9,109,000 ($1.95 
and $1.46 primary net income per Common Share), re¬ 
spectively. 
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AUDITORS’ REPORT 


r 



ERNST & ERN ST 


UNION COMMERCE BUILDING 


CLEVELAND. OHIO 44115 


Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Ohio 


We have examined the consolidated balance sheet of Fisher Foods, Inc. and subsidiaries 
as of December 28, 1974, and December 29, 1973, and the related statements of consolidated 
income, shareholders’ equity and changes in financial position for the fiscal years then ended. 
Our examinations were made in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly the consolidated 
financial position of Fisher Foods, Inc. and subsidiaries at December 28, 1974, and December 
29, 1973, and the consolidated results of their operations and changes in financial position for 
the fiscal years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis. 


Cleveland, Ohio 
February 19, 1975 
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FIVE-YEAR SUMMARY OF OPERATIONS 



1974 

1973 

1972 

1971 

1970 

Net sales. 

$1,124,404,000 

$868,758,000 

$650,434,000 

$508,153,000 

$401,517,000 

Cost of merchandise sold. 

878,787,000 

678,314,000 

501,583,000 

394,910,000 

312,722,000 

Interest expense . 

6,155,000 

4,942,000 

4,607,000 

3,527,000 

2,832,000 

Income taxes. 

10,402,000 

7,512,000 

7,016,000 

5,116,000 

5,141,000 

Net income. 

12,581,000 

9,435,000 

8,118,000 

6,883,000 

5,322,000 

Average number of Common 
Shares outstanding. 

6,163,345 

6,163,284 

5,935,375 

5,818,044 

5,787,561 

Net income per Common Share 
Primary . 

2.02 

1.51 

1.35 

1.16 

.90 

Fully diluted. 

1.87 

1.45 

1.30 

1.13 

.89 

Dividends per Common Share 
Cash . 

.35 

.225 

.20 

.20 

.20 

Share dividend . 

-0- 

4% 

4% 

-0- 

-0- 


MANAGEMENT S DISCUSSION AND ANALYSIS 
OF THE SUMMARY OF OPERATIONS 


The increase in 1974 and 1973 sales is principally the 
result of a 12.2% increase in 1974 and a 20.1 % increase 
in 1973 in the consumer food price index and the opening 
by the Company of 18 new supermarkets, while closing 
only five smaller stores during the year, which resulted in 
a 12.6% increase in store area for 1974. In 1973 the 
Company opened 13 new stores and closed 14 stores, 
which resulted in a 3.2% increase in store area. In addi¬ 
tion, 1973 sales included a full year's operation of the Los 
Angeles Shopping Bag Division acquired in September, 
1972. 

The increase in cost of merchandise sold generally 
tended to increase proportionately with sales. Typically 
in the food distribution business, due to high inventory 
turnover, cost changes are quickly offset by price ad¬ 
justments. 

The increased interest expense incurred by the Com¬ 


pany in 1974 reflects the addition of $24,955,000 (net) of 
long-term debt at an average interest rate of 9.21%. This 
additional debt added $785,000 to the interest costs for 
the year. Also the increased interest expense reflects a 
higher level of short-term borrowings (average short-term 
borrowings in 1974 were $4,277,000 and $1,547,000 in 
1973) and a 1.7% increase in the average interest rates 
paid on short-term borrowings in 1974. 

The changes in the effective tax rates from 1972 
(46.4%) to 1973 (44.3%) and 1974 (45.3%) relate to the 
varying amounts of investment credit taken and by the 
termination in 1974 of a subsidiary's tax loss carry¬ 
forward. 

As a result of the previously mentioned inflation and 
your Company’s active expansion program, deprecia¬ 
tion, taxes other than income taxes, rents, and advertising 
costs have increased significantly. 
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